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DETAILED ACTION

Claim Rejections - 35 (JSC § 101

35 U.S.C. 101 reads as follows:

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of

matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the

conditions and requirements of this title.

Claims 29-57 are rejected under 35 U.S.C. 101 because the claimed invention is

directed to non-statutory subject matter The subject matter of the invention or

discovery must come within the boundaries set forth by 35 U.S.C. 101, which permits

patents to be granted only for "any new and useful process, machine, manufacture, or

composition of matter, or any new and useful improvement thereof." The

aforementioned claims are directed toward a "fund," which is not representative of any

of the statutory classes of patentable subject matter.

Claim Rejections - 35 USC § 112

The following is a quotation of the second paragraph of 35 U.S.C. 112:

The specification shall conclude with one or more claims particularly pointing out and distinctly

claiming the subject matter which the applicant regards as his invention.

Claims 20, 22-23 and 48, 50 and 51 rejected under 35 U.S.C. 112, second

paragraph, as being indefinite for failing to particularly point out and distinctly claim the

subject matter which applicant regards as the invention. These claims cite regulations

that are subject to change at any time and therefore render the claims indefinite. It is

impossible to know the future scope of these regulations and therefore the scope of the

claims cannot be measured.
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Claim Rejections - 35 USC § 103

The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all

obviousness rejections set forth in this Office action:

(a) A patent may not be obtained though the invention is not identically disclosed or described as set

forth in section 102 of this title, if the differences between the subject matter sought to be patented and

the prior art are such that the subject matter as a whole would have been obvious at the time the

invention was made to a person having ordinary skill in the art to which said subject matter pertains.

Patentability shall not be negatived by the manner in which the invention was made.

Claims 1-17, 21-45 and 49-58 are rejected under 35 U.S.C. 103(a) as being

unpatentable over Raghavan (Anita Raghavan. "GlobeSet to Ease Commodity Trading."

Asian Wall Street Journal. New York, N.Y.: Nov 23, 1992. PAGE 9, 3 pgs total).

Re Claim 1: Raghavan discloses a method of improving the efficiency of

margining exchange traded futures and options on futures contracts, the method

comprising the steps of:

• Purchasing, by a futures commission merchant (FCM) shares of at least

one fund

• Transferring by said FCM, at least a portion of said shares to an

associated clearing organization, to satisfy a margin requirement of a

futures or options contract through said associated clearing organization

(See entire article, specifically page 2, paragraphs 1-5)

Raghavan does not explicitly disclose wherein said FCM's are acting on behalf of

a customer, however this step was notoriously well known in the art of commodities

trading at the time of invention. In futures and options trading most trades of the

average person are done via an FCM since these people are authorized members of

the exchange where the trade takes place. Therefore it would have been obvious for
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anyone skilled in the ordinary art at the time of invention to allow an FCM to act on

behalf of a third party customer in order to allow the average individual to trade in

futures and options contracts.

Re Claim 2: Raghavan discloses the claimed method supra and further

discloses wherein title in said shares purchased by said FCM are owned by said FCM

(Page 2, paragraph 5, "transferring his shares", "the shareholder has enough shares,"

implies ownership of said shares.)

Re Claim 3: Raghavan discloses the claimed method supra and further

discloses wherein the value of said at least a portion of said shares substantially equals

the value of said margin requirement (Page 2, paragraph 1, "accepting shares in the

fund as an acceptable way for its traders to post "margin" - the good-faith deposit they

must put up to trade.")

Re Claim 4: Raghavan discloses the claimed method supra and Raghavan

further discloses transferring by said FCM on behalf of said customer, at least one of

cash and securities to said associated clearing organization to satisfy said margin

requirement (Page 2, paragraph 2). Raghavan does not explicitly disclose the step

wherein said transfer occurs together with a portion of said shares and wherein the

value of said at least a portion of said shares and the value of said at least one of cash

and securities substantially equals the value of said margin requirement. However, this

step would have been obvious to anyone of ordinary skill in the art because Raghavan

discloses that the clearing organization is capable of accepting any of the

aforementioned mediums for collateral. Therefore accepting a combination of the three
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mediums, so long as the overall requirement is filled would be advantageous, as it

would provide the traders with more flexibility for posting the margin. For instance the

trader might not have enough to post margin in any one medium. However by

combining more than one, said trader could post margin efficiently without having to

waste time in converting one medium into another.

Re Claim 5: Raghavan discloses the claimed method supra but does not

explicitly disclose wherein said shares are redeemable for cash the same day a

redemption request is made. However it was notoriously well known in the art for

shares of a fund, such as the one disclosed by Raghavan to be redeemable for cash.

The advantage of such a fund is the liquidity with which the shares can be converted to

cash, or in other words for the trader to "close" his position in the fund. Therefore it

would have been obvious to anyone skilled in the ordinary art at the time of invention to

allow the shares to be redeemable for cash to provide liquidity for the trader.

Re Claim 6: Raghavan discloses the claimed method supra but does not

explicitly disclose wherein said shares are redeemable for cash the same day a

redemption request is made until a predetermined time of said day. However it was well

known in the art at the time of invention for certain exchanges to have limited trading

hours each day, and therefore if a trade was to be made (shares converted to cash), the

trade had to be performed by a certain predetermined time. Therefore it would have

been obvious to include this step in order to process the trade during the appropriate

hours so that a trader does not have to endure a delay in the transaction.
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Re Claim 7: Raghavan discloses the claimed metfjiod supra and further

j

discloses wherein said margin requirement is an original rjhargin requirement (Page 2,

/paragraphs 1-2 "post margin.")

Re Claim 8: Raghavan discloses the claimed me
/

hod supra but does not

explicitly disclose wherein said margin requirement is a variation margin requirement.

However it was well known in the art at the time of invention for a futures contract to

j

have a variation margin as a result of marking said contr^lact to market periodically.

Furthermore it was well known for the variation margin to be posted from said original

margin requirement.. Therefore it would have been obvijous to any one skilled in the

ordinary art at the time of invention to include the variation margin requirement as a part

of the Raghavan method to allow for the efficient and timely transfer of assets that

occurs due to the mark-to-market of a particular futures contract. In this way the

i

transfer can be done automatically in a medium that is|accepted by all parties.

Re Claim 9: Raghavan discloses the claimed nnethod supra but does not
/'

explicitly disclose the step of holding the purchased sKares into a non-pledged account,
i

wherein said non-pledged account is owned by said FCM. However non-pledged

accounts, owned by an FCM, are notoriously well known in the art at the time of

}

t

invention and would have been obvious to anyone of ordinary skill as a means for an

i

FCM to hold the assets of a variety of customers into /one account.

Re Claim 10: Raghavan discloses the claimeid method supra but does not

explicitly disclose the step of holding the transferred shares into a pledged account,

wherein said pledged account is owned by said cleaijing organization on behalf of said
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FCM, and wherein title in said shares remains with said FCM. However pledged

accounts were notoriously well known in the art at the time of invention and would have

been obvious to anyone of ordinary skill as a means for an FCM to establish a good

faith relationship with a clearing organization. These pledged accounts offer the

clearing organization reduced risk in the form of a claim onto said shares should the

FCM default in the future.

Re Claim 11: Raghavan discloses the claimed method supra but does not

explicitly disclose transferring, by said associated clearing organization, said at least a

portion of said shares to satisfy said variation margin requirement. However the step of

transferring assets to satisfy a variation margin requirement in a futures contract was

notoriously well known in the art at the time of invention. This process is done

periodically when the contract is marked to market to reduce any long-term risk due to

changes in the price of the contract. Therefore it would have been obvious to anyone of

ordinary skill, that if said assets were in the form of shares in a fund such as the one

disclosed by Raghavan, that said shares would be transferred to satisfy the variable

margin requirement.

Re Claim 12-13: Raghavan discloses the claimed method supra but does not

explicitly disclose wherein said transferring transfers said shares to a second FCM on

behalf of a second customer, wherein said second customer is a party to said futures or

options contract, and wherein title is said shares transfers to said second FCM.

However it was well known in the art that a futures contract involves a buy side and a

sell side and therefore any variable margin will be transferred between the opposing
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sides and the opposing sides only. Therefore it would have been obvious to anyone of

ordinary skill in the art to transfer the shares to a second FCM, if that FCM is related to

the opposing party to the contract, in order to properly fulfill the variable margin

requirement on the contract.

Re Claims 14-15: Raghavan discloses the claimed method supra but does not

explicitly disclose the step of transferring by said FCM additional shares to satisfy a

second margin requirement and wherein said second margin requirement is a variable

margin requirement. However it was well known in the art at the time of invention that a

futures contract has both an original margin requirement as well as a second variable

margin requirement depending on the change in price of the contract. Therefore, it

would have been obvious to allow for the transfer of a second margin requirement from

the owned shares of the fund to satisfy the variable margin requirement so that the

customer does not have to add additional assets in the form of cash or securities.

Re Claim 16: Raghavan discloses the claimed method supra but does not

explicitly disclose wherein said second margin requirement is an original margin

requirement of a second futures or options contract entered into by said customer.

However it was notoriously well known in the art that an original margin requirement is

required for each contract in which a customer enters and therefore it would have been

obvious to anyone of ordinary skill that if a customer enters a second contract, that a

second original margin needs to be posted in order to gain authorization from the

clearing organization.
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Re Claim 17: Raghavan discloses the claimed method supra but does not

explicitly disclose wherein said customer is the FCM, however it was notoriously well

known in the art that an FCM can trade in their own interest and therefore it would have

been obvious to anyone of ordinary skill for the customer to be the FCM itself.

Re Claim 21: Raghavan discloses the claimed method supra but does not

disclose wherein said at least one fund is a common settlement money market fund.

However it was well known in the art for a mutual fund, such as the one disclosed by

Raghavan (note the use of "common" in the claim language as well as Raghavans

denomination of a dollar per share, synonymous with a money market fund page 2

paragraph 4). It therefore would have been obvious to anyone of ordinary skill to

include a common settlement money market fund in order for a customer's cash to be

easily represented in "shares" on a one to one basis.

Re Claims 22-23: Raghavan discloses the claimed method supra but does not

explicitly disclose wherein the fund complies with certain rules and regulations.

However it would have been obvious to anyone of ordinary skill in the art at the time of

invention to have the fund disclosed by Raghavan to comply with all appropriate rules

and regulations so that the associated parties are not in violation of the law and subject

to any penalties for breaching the regulations

Re Claim 24: Raghavan discloses the claimed method supra but does not

explicitly disclose the step of earning by said FCM, equity on each of said shares held

by said FCM. However it was well known in the art that the owner of shares in a fund is

entitled to the equity earned and furthermore this step would have been obvious to
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anyone of ordinary skill in order to allow the FCM to obtain a revenue stream from the

dealings in the fund.

Re Claim 25: Raghavan discloses the claimed method supra but does not

explicitly disclose earning, earning by said FCM, equity on each of said shares held by

said FCM less interest determined from a current reference yield. However it was well

known in the art at the time of invention to yield interest to the customer as a return for

the customer utilizing the particular FCM. The customer is, in effect loaning the FCM a

certain amount of funds and it therefore would have been obvious to anyone of ordinary

skill at the time of invention to grant the customer a reference yield so that the customer

is compensated for the transaction.

Re Claim 26: Raghavan discloses the claimed method supra and while not

explicitly disclosing wherein said current reference yield is a current yield of a

predetermined government treasury bill, this step was notoriously well known in the art

(evidenced by applicants own disclosure, page 8), and therefore would have been

obvious to anyone of ordinary skill in order to adhere to the industry standard.

Re Claim 27: Raghavan discloses the claimed method supra but does not

explicitly disclose the step of earning, by said clearing organization, equity on each said

at least a portion of said shares held by said clearing organization. However it was well

known in the art to allow the holder of shares to earn equity on said shares. It therefore

would have been obvious to allow the clearing organization, such as the one noted in

Raghavan, to earn equity on the shares as these shares have been transferred to a

pledged account owned by the clearing organization. This allows the clearing
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organization to acquire a revenue stream associated with their participation in the

transaction.

Re Claim 28: Raghavan discloses the claimed method supra and further

discloses wherein the steps may be performed over on of the Internet and direct link

using at least one computerized system (Page 2, paragraph 5).

Re Claims 29-45 and 49-56: Further fund claims would have been obvious in

order to perform previously rejected method claims 1-17 and 21-28 respectively and are

therefore rejected using the same art and rationale.

Re Claim 57: Raghavan discloses a common settlement fund for use in settling

margins in connection with exchange-traded futures contracts or exchange traded

options contracts, comprising:

• Shares of said fund, said shares are owned by a future commission

merchant

• Wherein margin related transactions of futures contracts or options

contracts are settled by transferring shares from said FCM to a clearing

organization (See entire article, specifically page 2, paragraphs 1-5)

Raghavan does not explicitly disclose wherein said ROM's are acting on behalf of

a customer, however this step was notoriously well known in the art of commodities

trading at the time of invention. In futures and options trading most trades of the

average person are done via an FCM since these people are authorized members of

the exchange where the trade takes place. Therefore it would have been obvious for

anyone skilled in the ordinary art at the time of invention to allow an FCM to act on
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behalf of a third party customer in order to allow th'e average individual to trade in

futures and options contracts.

Re Claim 58: Raghavan discloses a method of utilizing a fund to settle margins

in connection with exchange-traded futures contracts or exchange traded options

contracts, wherein said fund includes shares that are owned by a futures commission

merchants (FCM) said method comprising the step of:

Transferring shares from said FCM to a clearing organization to settle

margin related transactions of futur^es contracts or options on futures

. contracts (See entire article, speciiically page 2, paragraphs 1-5)

Raghavan does not explicitly disclose wherein said FCM's are acting on behalf of

a customer, however this step was notoriously well known in the art of commodities

I

trading at the time of invention. In futures and qptions trading most trades of the

average person are done via an FCM since these people are authorized members of

)

the exchange where the trade takes place. Therefore it would have been obvious for

anyone skilled in the ordinary art at the time of invention to allow an FCM to act on

behalf of a third party customer in order to alloW the average individual to trade in

futures and options contracts.

Claims 18-20 and 46-48 are rejected under 35 U.S.C. 103(a) as being

unpatentable over Raghavan in view of Boes (US PAT 5.193,056) .

Re Claim 18: Raghavan discloses the claimed method supra but does not

explicitly disclose wherein at least one of said at least one fund is a spoke of a money

market portfolio hub. Boes discloses a data processing system for hub and spoke
/

/
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financial services configuration wherein various funds are spokes for a portfolio hub

(FIG 1). It would have been obvious to anyone of ordinary skill in the art at the time of

invention to include the teachings of Boes to the disclosure of Raghavan so that funds

with similar interests can essentially pool their assets in order to take advantage of the

benefits associated aggregation including added revenue streams due to interest and

savings for tax purposes (See Boes Column 5 line 51- Column 6 line 31).

Re Claim 19: Raghavan in view of Boes discloses the claimed method supra but

does not explicitly disclose wherein said at least one fund is a spoke of a different

money market portfolio hub. However it was well known that the hub and spoke

configuration is utilized using funds of similar interests. Therefore it would have been

obvious to have the funds be a spoke of different portfolio hubs if said fund interests

were not aligned so that the hub and spoke configuration will operate efficiently.

Re Claims 20: Raghavan in view of Boes discloses the claimed method surpa

but does not explicitly disclose wherein the fund complies with certain rules and

regulations. However it would have been obvious to anyone of ordinary skill in the art at

the time of invention to have the fund disclosed by Raghavan to comply with all

appropriate rules and regulations so that the associated parties are not in violation of

the law and subject to any penalties for breaching the regulations.

Re Claims 46-48: Further fund claims would have been obvious in order to

perform previously rejected method claims 18-20 respectively and are therefore rejected

using the same art and rationale.

Conclusion
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Any inquiry concerning this comnnunication or earlier communications from the

examiner should be directed to Timothy M. Harbeck whose telephone number is 571-

272-8123. The examiner can normally be reached on M-F 8:30-5:00.

If attempts to reach the examiner by telephone are unsuccessful, the examiner's

supervisor, Hyung S. Sough can be reached on 571-272-6799. The fax phone number

for the organization where this application or proceeding is assigned is 571-273-8300.

Information regarding the status of an application may be obtained from the

Patent Application Information Retrieval (PAIR) system. Status information for

published applications may be obtained from either Private PAIR or Public PAIR.

Status information for unpublished applications is available through Private PAIR only.

For more information about the PAIR system, see http://pair-direct.uspto.gov. Should

you have questions on access to the Private PAIR system, contact the Electronic

Business Center (EBC) at 866-217-9197 (toll-free).
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